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speak the truth. 
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Saunders and 
Smith See 
Nothing Wrong 


Report That Broke Firm 
Paid Fees to Moore, 
Shivers Aide's Father 


AUSTIN 

A pattern of Texas insurance 
companies, operated on borrowed 
money, pumped-up assets, and well- 
greased legislators and insurance 
exaininers became clearer this week, 

More serious than the private pro- 
moting are questions piling up around 
the Texas Insurance Commission, in- 
creasing evidence of senators’ partici- 
pation in the bankrupt companies, and 
other symptoms of high-reaching po- 
litical influence. 

While tt is too early to say conclus- 
ively, national and even international 
ramifications may be involved in cases 
not yet before the public. 

The Texas Observer has learned 
that trips and hunts at the expense of 
insurance companies they are charged 
to regulate are a frequent custom of 
Insurance Commission Chairman By- 
ron Saunders ard former chairman 
Garland Smith, who is still a member 
of the commission. 

The Observer can report this week 
that Texas insurance company execu- 
tives have flown the two officials to 
Mexico City for a vacation, from Mi- 
ami to Havana “for lunch,” and 
various insurance conventions across 
the country. The Houston Post has re- 
ported Smith's trip to Hawaii last 
April at the expense of the head of the 
company that houses the commission's 
offices. 

The Observer has also learned that 
the father of Governor Allan Shiv- 
ers’s campaign manager in Bexar 
County in 1954 was paid $15,000 by 
failing General American Casualty 
Company for legal services that sum- 
mer and that Senator William T. 
Moore of Bryan was paid fees in the 
General American case. Moore has 
not been joined as a defendant in the 
$6.6 million creditors’ suit filed last 
week by the liquidator appointed 


the Insurance Commission, 
karly this week Saunders and 
Smith acknowledged that they had 


been guests of Earl Gammage, presi- 
dent of Pan American Casualty of 
Houston, on what Saunders called a 
vacation at Gammage’s Mexico City 
home. 

Asked if Gammage was the host, 
Saunders replied: “We paid part and 
he paid part.” Smith said: “You might 
say we went as his guests. He has a 
home in Mexico City.” Saunders said: 
“That's true.” 

Gammage was not 
comment in Houston. 

In an interview with the Observer 
Monday morning in Saunders’s office, 
the two commissioners also agreed 
that they had been flown to Havana 
by BenJack Cage, president of the In- 
surance Company of Texas, from the 
mid-winter National Association of 
Insurance Commissioners meeting at 
Miami in 1953. 

“Mr. Cage was going over there in 
his plane, flying over,” Smith said. 
“We took our wives. It was just long 
enough—just a 55-minute run over 
there, just long enough for lunch, and 
then back in the afternoon, He asked 


available for 


Mexico, Havana, California Flights 


“is charged 





Guide To 


AUSTIN 
This edition is another special re- 
port by the Observer on the Texas 
insurance scandals. A guide to the 
insurance contents: 


Commissioners’ trips revealed; 
impact of company. failures esti- 
mated; statewide audit ordered, 


Page 1. 

Senator Moore's role reviewed; 
some legislators involved, others ex- 
plode. Page 3. 

Yarborough demands three insur- 
ance commissioners resign, Shivers 


This Issue is 


the a for the flight 
to 4 porations that we own” 
Col poration owns it. 
uunders was opposed to 


but 


, - _ go He rode out with us and he 
calls it “politics,” comimissioners : oe tack wk us" on 
have no such plans. Page 4 1 “getty 

" US T a ee 1 still gus a He thought it was wrong 
— Sree Syeey pen me that he ride back with us; he was not 
unexplained; Mr, Shoemake gives eoama sccent sav ee 
uP the — Page S. H id the reporter he was on “the 
Four examiners fired; grand A about Saunders and that 
juries probing, Page 6. ~ ; “pays his own expenses 
Rep. Bergman denies a report, a : wk aa? 
Irwin reaffirms what he said about we aid the president of “one 
some fees; Irwin’s company frozen : ‘fe eommnemics” was sles ie 
as board finds him unworthy of pub- ” Asked who tie was. be fee 





wives. If that’s a crime, 


us and our 
I plead guilty. 

Cage was not available for comment 
in Dallas. 

Saunders agreed 
California for an insurance commis- 
sioners’ convention with John Fer- 
guson, president of Houston Fire and 
Casualty in Fort Worth, in May or 
June, 1955. Both Smith and Saunders 
say they often hitch a ride with insur- 
men if they're going the same 


that he flew to 


ance 
way, 


lic confidence. Page 7. pl me of your damn business, 

Jobn VanCronkhite returns to the The reporter said all right, 

news. Page 8. Joe Irwin of American Atlas Core 

D n Dallas said he recalled giv- 

: . . =" 11 nev, Irank Cain, five 
Saunders said of this trip: “I went | bd ! 

$100 bs Cain said he was going te 


to California to the N.A.1.C convyen- 


: : . : ; ‘ Smith and Saunders to 
tion with him. He was going. I didn’t Seong: . - e ; > 1 ie 
charge the state.” Again, Saunders ctalhes —— asi as 
ft lrmuner owe 


said, “If someone’s going that way | oh tee Mal 
have gone with them. I don’t see any- so said he paid tor a prie 
thing wrong with it.”’ / : Sa © the ommodore 

The commissioners are allowed / \ustin. Irwin said Cain told 
travel expenses by the state. 

Ferguson confirmed the California 
flight. He told the Observer from Fort 
Worth that he only met Saunders af- 
ter he became commissioner, He sa itinu 


before the two commis- 


Insure 
the 


in Atlas Life 
any was tied up in 


ed on Vage 2) 


At Least 400,000 Policyholders 


AUSTIN 

Although an exact count is not yet 
available, upwards to four hundred 
thousand people held insurance poli- 
cies in Texas companies that have 
gone broke within the last four years, 

Two of the largest companies—U, 
S. Trust & Guaranty and General A- 
merican Casualty— have come to the 
fore in the last few weeks, but about 
thirty have gone under in Texas since 
January 1, 1952 

An estimate given the 
Observer of number of policy- 
holders in just the bigger 
companies that have gone into receiv- 
ership in Texas since then is 335,000 
persons. Not all of them were Texans, 
as some of the companies did out-of- 
state business. 

At first it was stated by the Board 
of Insurance Commissioners that the 
officials of the U. S. Trust 
told them there were 
“depositors” in the company, 
testimony indicated only 
and 140.000 policy- 


These figures not yet 


unot ficial 
the 
eleven of 


company 
& (uaranty 
128,000 
but later 
5.600 depositors 
holders. 
firm. 
The other large defunct companies 
General American Casualty, with 
roughly 50,000 policyholders; Texas 
Mutual, 30,000; Lloyds of Great 
State, Lloyds of North America, U- 
nited Lloyds of El Paso, and Lloyds 
Fire and Casualty Assurance, each a- 
bout 20,000; Pioneer Western Mutual 


are 


are 


and Century Lloyds, each about 10,- 
000; Home Service Casualty, about 
8,000: and All- American Home 


Lloyds, about 7,000. 

These are approximate figures but 
are believed by the Observer's inform- 
ed sources to be conservative. Lone 
Star Casualty and Texas Western 
were also large companies but their 
policyholders had been shifted to oth- 
er large companies at the time of their 
receiverships. 

A total of 61 Texas insurance com- 
panies—including many subsidiaries 
that did not actually constitnte inde- 
pendent companies—have entered re- 
ceivership since just before World 


War IT. The exact total for the la ist of receivered Texas 
four years depends on definition t companies since January I, 
an extent. Of the 32 companies on the specifications of their 
state’s receivership list since January pe when it is not explicit in 
1, 1952, three were agencies. 


The New Auditing Plan 


executives 


ied on Page >) 


AUSTIN ry Insurance 
The Insurance Commission deliv plan, and it was generally 
ered a body blow to its critics an i. ty neil 
it ies last restoring the slic 
to shady insurance companies las (a YP Ic 
ss : : ‘ in Texas insurance, Tis 

week by ordering a C.P.A, audit , " 
2 < r F m nv in 7 surance men Were COne 
eey imeurance company m 
ever) insu wee ps - v' expens and the quali 
during this year. The companies wi (> hla ae is aac Gee 

pay for these audits, scale 

__ Pladger F, Tannery of Dallas, pi nee See press 
ident of the state C.P.A. societ) > te “parti larly pro id” 
pledged the full cooperation of ti 4 sn ol the Canmniceien: 


state’s certified public accountants, ough said at a Houston 


Tannery said that companies wi mecting t 
be permitted to choose their ov ears.” 
C.P.A.’s—but this was swiitly refute 
by commission chairman J, By ission probably does not 
Saunders, who said that statemet val powet 5 
was “unfortunate,” 


] to order Stile h an 
that the comn stified it on the grounds 


he audit “may 


Smith said 


( rarland 


sion would assign the auditors, an nterest. 
ee ee wild be little doubt that a 
commission s choice Would De assigns niass audit and the devel- 


ission-e red auditors. ; 
commission-employed audito would te « decvense ie 


Saunders’s brave words apparen! rance executives meeting in 
were not long-lasting, however. Mon Wade said at least 25 
day Frank Wilcox announced for the rs telephoned him in two 
C.P.A. society that the commiss! king about the condition of 
had agreed that “insurance compani: tered companies. Wade 
must be allowed to select their ows d several insurance — brokers 
auditors” from those “able and will the Texas business has 
ing.” Wilcox said this proposal |! ie last few weeks. Six 
“shocked” the commissioners surance executives meeting in 
week in Austin but had prevailed att © agreed that the reputa- 
the society insisted “on the essent exas insurance has “fallen 
requirement of independence of a verbial ton of bricks” and 
tors.” A C.P.A. coordinator will chec! “hard to sell” now. 
for their independence and will h: state impressions are also 
power to reject “inferior” audits, Wi! vorable to the Texas indus- 


Insurance Commis- 


Cy Combs said ; 


ansas 


cox said. 


In addition, the commissioners sa 


companies which refuse to permit the ven't had an insurance faik 
audit will be denied their permits to ure state since the early depres- 
do business in Texas. . ys. But I tell you one things 

With such a club over them, the V sure seared of those Texas 


compaiies can hardly refuse. Public companies, They’re rough.” 








TRIPS REVEALED 


(Continued from Page 1) 
courts last week on a finding by the 
insurance con ssioners th sma 
agement is not worthy ¢ public con- 
hidence. Rep, Doug Berg of Dal 
las, who also repres d Irwin and ts 
a law firm partner of Cain, denied por- 
tions of an Observer Dec. 28 
that Irw said he paid their firm 
about $30,000 in feces the past vear, 
less than 814,000 of this to get three 

! I) CONTA s 
«ct 1 lnsur: \ 
{ See pins } 

| - so repo 1 tl ( flew 
Saunders and S to \ om 
Texas and, th olin flixhts ere 
made t New  ¢ | S he wo 
Orn “i | thicy W ld ( nswel! 
any n e€ questi ie \\ they 
rey | $ t p> ¢ cs ese 1S- 
Sues WE tit pressed € still in 
doubt 

Smith, then chairman of the Insur- 
a ( ss and Mrs. Smith 
were taken on an expenses-paid trip to 
Hawai last April by Charles MeCor- 
mick, president of International Life 
The Insurance Commission occupies 
eight ot the nine floors of Interna- 
tional Life's Austin building. 

Snuth said Mrs. Smith was ill last 
Apt | and ev decided to take a t ip; 
that y met ned it to their friends, 
the Net micks that the Mec; 
micks suggested they go to Hawaii at 
the Met micks’ expense 1 they 
conse Smith said he saw 1 hing 
Wrong with ». that Met lick 
had n sked a v« ind that 
he l | « lexas 
cl et other con 
pan: 

MeCormi Observer he paid 
‘ nis Ip « tf <« pers finde 

l'n ) tired of be ng bh a- 
be Ae £ 

| Senate Invest: ting mit- 
tee this week may feel a certain em- 
barassment if these trips come to its 
attention in open hear g evince three 
of its hve members—Senator Searcy 


>. 9 
Brace Well 
senator 


‘ 


the chairman, of Houston: 
Otis Lock of Luf 


and Senator Johnnie B. Rogers of 
Austin—were guests of Sabine area 
oil companies, other industries. and 
businessmen at the annual duck hunt 
at Port Arthur in December. The 
Texas Company's boat boat, “Ava.” is 
used by the senators on this junket. 
Senators vote on su matters as oil 
and industrial taxes everv legislative 
session 

The two commissioners were balk 
and exasperated under this line of 


que sthioning 
i ny 


“Hell, we've been on lots of trips 


” 


Smith said. “We mix with the frater- 
Naty; it's our business to!” 

“My own life is open to the pub 
my personal life is not.” Saunders 
sax! 


“i WAS nO secret | Ilawan,” 


was in 
said Smith. “T sent 150 posteards back 
to friends. It was purely social.” 
Both commissioners denied that an 
public issue in tl 
ance Of trips from ins: 
execulives 
However. 
commissioner, 
this week: 


Is involved im the 


r accept- 
Tahice company 
Mark Wentz, the thir 
told the Observer 
“T just know that I have never ac- 


cepted any trip from any insurance 





executive or at the expense of any 
company.” 
He would not comment further. 


IN A SIX-MILLION dol- 
filed by 
agal for General Amer- 
ican Casualty last week four insurance 


lar damage suit creditors 


ust the receiver 
examiners—ineluding the chief exam- 
iner and the supervising examiner— 
were accused of aiding a conspiracy to 
defraud creditors. 


Phey charg d with 


ot 


accepting 


were variously 
going on 
(serie al 


$135 from the 


hunts with executives 
American, 
npany for apartment 
and with ac- 


with 


examining It, 
entertainment. The 
petition also says V.F. Blanchard and 
Butler, the one-two men on the 
commission’s examining staff, ac- 
cepted “other gifts” from the com- 
pany they are not specified im the 
petition. 

The attorneys for the states’ liqui- 
dator charge these examiners with 
willfully painting a false financtal pic- 
ture of General American, which went 
broke in 1954. 

Che Observer has learned that Hu- 
bert Green, Sr., father of Governor 
\llan Shivers’s campaign manager in 
Bexar County, apparently received 
$15,000 from General American be- 
tween April 15 and June 3, 1954, for 
legal services rendered the company. 

Checking a creditors’ suit against 
General American filed by attorney 
Garland Smith of Weslaco (not re- 
lated to the commissioner) in federal 
court in Brownsville, the Observer 
found testimony bearing on this mat- 
Henne Allred, Jr., former at- 
torney for the Insurance Commission 
liquidator of bankrupt companies. 

In an exhibit attached to Smith's 
petition, Allred had asked Judge Jack 
Roberts of 126th district court in Tra- 
vis County to ignore the Commission's 
efforts to fire him. 

Allred said he planned to take 
r an attorney to determine 


rent White 
cepting meals and 


(reorge 


byitt 
but 


ter Dy\ 


my of 
what services he had performed for 
payment by General American to him 
of $15,043.75 in three roughly equal 
checks dated April 15, May 25, and 
June 3, 1954. 

But, said Allred in the document, he 
had postponed the testimony (which 
was to be taken shortly before the 
1954 runoff primary) “because the at- 
father of a county 
campaign manager of one of the can- 
didates for governor, and your peti- 
tioner did not want politics to become 
involved in this lawsuit.” 

Court show that Hubert 
Green, Sr., filed a suit in May, 1954, 
on behalf of General American Casu- 
altv against Stewart Hopps, among 
Hopps is a nationally known 
imsurance investor and financier. 

After eral American was 
thrown into receivership, Green, Sr., 
filed a suit for C. B. Erwin, president 


testi 


ley Was the 


tor 


records 


oTrpers 


(eI 


of General American, and some other 
present defendants of the creditors’ 
suit in Austin. This suit sought a de- 


judgment against the re- 
ceiver General American in con- 
nection with liens Green's clients were 
claiming against General American. 
Hubert Green, Jr.. Shivers’s Bexar 
County manager in 1954, is now dis- 
trict attorney there. District attorneys 
or judges in every major city in Texas 
i 


claratoryv 


te or 
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Bartlett Appears Exciusively 





Observer 


in The Texas 


SMITH’S PHONE BESIEGED 


(Continued from 
Previous Column) 


except San Antonio have stated that 
they are developing information on 
the $7 million collapse of U.S. Trust 
& Guaranty for presentation to their 
grand juries, oe 

Green, Sr., contacted in San An- 
tonio, told the Observer he began 
working for General American the 
first week of April, 1954, and contin- 
tied until mid-June, when it went into 
receivership. He confirmed that there- 
after he filed a suit for Erwin and 
others who had signed personal notes, 
pre ceeds from which had gone to 7en- 
eral American. It appeared that the 
first suit by General American joining 
Hopps and others was connected with 
a new management group for Erwins’ 
company of which Hopps was a part. 

Certain allegations are also made 
in the Brownsville suit concerning 
William T. Moore, state senator from 
Bryan. 

In the action (D.H. Zachman, et al, 
vs. C. B. Erwin, et al) it is alleged 
that Moore “was employed by the 
controlling defendants (General 
American officials) to represent them 
in their relationship with the Board of 
Insurance Commissioners of Texas.” 

Moore refused to tell the Observer 
on the telephone last week whether A. 
B. Shoemake, president of defunct 
U.S. Trust & Guaranty, had tried to 
retain him. Moore cast two important 
committee votes against regulation of 
U.S. Trust as a bank last year. 

Moore was paid $13,600 between 
1949 and 1953 by Texas Mutual, an- 
other bankrupt insurance company, 
for what he said was legal work. He 
was chairman of the Senate Insurance 
Committee at the time. (See separate 
story, page $.) 

It will be recalled that in 1953 and 
1954, a former campaign aide to Gov- 
ernor Shivers, John VanCronkhite, 
was paid more than $11,000 by Ralph 
Hammonds of then-sinking, now-de- 
funct Lloyds of North America. 
Hammonds said it was for political 
influence; Shivers said WanCronk- 
hite was “sucked in.” 


THE BROWNSVILLE pe- 
tition by Garland Smith of Weslaco 
also alleges that the insurance commis- 
sioners “are proper, if not in fact, nec- 
essary parties defendant.” 

This is based on an allegation that 
the court, “being required to accept 
and appoint as its officers the parties 
so named by the executive department, 
thus has its independence impaired” 
in a manner prejudicial to creditors of 
bankrupt companies. 

The petition makes the point that 
the liquidator of these companies, }.D. 
Wheeler, who decides who is and is 
not sued by the creditors, is appointed 
by and responsible to the executive 
(the insurance commissioners). Thus 
the statute “per se places the receiver 
in a position of serving two. masters, 


the court and the executive,” says the 
petition. 

“The executive has shown an inclin- 
ation to intervene in the affairs of this 
receivership,” says the Smith petition, 
because it fired Allred as attorney for 
the receiver because, Allred alleged, he 
intended to explore “possible  collu- 
sion” between insurance board officers 
and General American. 

In the Allred attachment, Allred 
states concerning a transaction which 
transferred assets from General 
American Lloyds to General Ameri- 
can Casualty in May, 1952: 


“The board was informed of this 
(transaction) three days after your 
Petitioner (Allred) was informed by 
the Chairman of the Board and its 
Chief Examiner that no evidence of 
fraud would be found in General 
American Casualty Company.” 

Allred also states therein that “the 
chairman of the Board of Insurance 
Commissioners” admiited in June, 
1954, that both General Lloyds and 
General American were insolvent in 
June, 1952, 

Allred set out the General Ameri- 
can-paid apartment rent for an exam- 
iner which is now a part of the mas- 
sive $6.6 million creditors’ claim 
($135 for James Noad, arranged with 
the company, it is alleged, at Blanch- 
ard’s request.) 


T HE THREE commission- 
ers, all appointed by Shivers, have 
various backgrounds, Saunders was a 
Smith County lawyer until he was 
appointed to the Insurance Commis- 
sion on Oct. 9, 1953. He was a frater- 
nity roommate of Shivers at the Uni- 
versity of Texas. 

Smith, a graduate of Arlington 
State College, directed an orchestra, 
published the Caldwell News, man- 
aged Jesse James’s campaign for state 
treasurer, and became James’s chief 
clerk before entering the Ngvy in 
1944. After the war he managed Shiv- 
ers’s successful campaign for lieuten- 
ant governor and Sen. G. C. Morris’s 
losing campaign for Congress against 
Speaker Sam Rayburn. With Shivers 
as Lieutenant Governor, Smith be- 
came secretary of the Senate. When 
Shivers became Governor in 1949, 
Smith became his administrative as- 
sistant. Shivers appointed Smith cas- 
ualty insurance commissioner in 1952, 

‘Wentz did not know Shivers before 
his appointment. All the agency asso- 
ciations in Texas recommended him 
for the Insurance Commission. He 
had a large insurance agency in West 
Texas, but he sold it upon his appoint- 
ment in 1955. 

As Smith left a Thursday hearing 
last week he moaned: “My ulcers are 
having babies.” Newsmen calling his 
home were told he was gone for the 
weekend. He said Monday his home 
phone is ringing day and night. 
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Senator William T. Moore 


AYSTIN 

State Senator William T. Moore of 
Bryan, considered a liberal in the 
Senate, hasiworked for two, and pos- 
sibly three, of the Texas imsurance 
companies involved in major receiver- 
ships in the last four years. 

The Texas Observer asked Moore 
--a member of the Senate Banking 
Committee who was one of' five sena- 
tors who cast votes there which killed 
H.B. 240 to regulate U.S. Trust & 
Guaranty Co. as a bank—if A. B. 
Shoemake of U.S. Trust had ever 
tried to retain him. 

“Well... a lot of people have tried 
to retain me, and I'd rather not talk 
about it over the telephone,” he re- 
plied. 

He said in a second conversation 
that the newspapers are “distorting” 
the matter of senatorial involvement 
in bankrupt insurance companies. 

In the Texas Mutual case, the court 
record shows, Texas Mutual officials 
paid Moore $13,600 between Decem- 
ber, 1949, and February, 1953. Moore 
refused to say what services he per- 
formed fot Texas Mutual except get- 
ting an appraisal approved by the In- 
surance Commission and work done 
in January and February. He said he 
performed “numerous services” as at- 
torney and made “numerous trips to 


the Department for them” and “a trip # 


to Chicago for them” to try te secure 
some reinsurance contracts, 

Ife was on the Senate Insurance 
Committee at that time. 

Justice Hughes of the Court of 
Civil Appeals in Austin, in May, 1954, 
wrote that the record in the case of 
Texas Mutual’s collapse “is replete 
with evidence of fraudulent and cor- 
rupt abuse of our insurance laws and 
gross if not criminal laxity in their 
enforcement.” 

Moore confirmed by telephone that 
he had also been paid for legal services 
by General American Casualty Com- 
pany, thrown into receivership in 
June, 1954. He stated that attorneys 
for the state’s liquidator—who filed a 
%.6 million recovery suit against the 
receiver last week—‘never took my 
deposition because they knew they 
had nothin’.” 

He said he “settled a lot of claims” 
for General American. He received 
his fees from that company in 1953. 
An action not related to the state's 
liquidator in federal court in Browns- 
ville names Moore a defendant and 
says he “was employed .. . to repre- 
sent them (General American) in 
their relationship with the Board of 
Insurance Commissioners of Texas.” 

Moore defended senators who take 
retainers from corporations. He said 
any law prohibiting such acts should 
apply to all corporations and should 
be accompanied by a law making mem 
bership in the Legislature full-time, 
with pay of $15,000 a year. He'said if 
he had to live on $3,000 a year he 
would quit the Senate. 

“J quit representing all insurance 
companies in 1954 and have not repre- 
sented any since and don’t intend to in 
the future,” he said. 

He said the newspapers, in giving 
publicity to the insurance matters, are 
hurting the Texas industry. “New 
York companies are reaping the bene- 
fits of this publicity,” he said. “The 
money those companies get goes to 
Wall Street and never gets back to 
Texas.” 

The appraisal Moore had approved 
in the Texas Mutual case was a $436,- 
000 valuation on property held to be 
worth far less than that. Judges 
Hughes stated that when examiner V. 
C. Thompson swore that “the property 
was originally purchased at a cost of 
$436,000" in his audit report, he made 
a “false statement.” 

L. W. Blanchard, chief examiner, 
said he had “personally examined” the 
deed of the land, but Judge Hughes 
said there was no such deed, 

This brings up the matter of V. C. 
Thompson, who is no longer with the 
board. Here is some of the testimony 
of record by Stanley W. Izard of 
Texas Mutual in connection with 
Thompson: 


“Q. Mr. Izard, after Mr. Thomp- 
son, V. C. Thompson, came down 
there examining this company, do you 
know of your own knowledge whether 
he @vas paid any money during the 
course of that examination? A. Yes, 
I do. He was .... There were three 
occasions when I delivered it to him 
personally. It was in currency in an 
envelope ... . I got it from Paul 
Lowry (of Texas Mutual) .... In 
each of these three cases it was 
$100.00. 

“(.... What caused you to do it. 
A. I was told to by Mr, Paul Lowry 


(of Texas Mutual)....He said that 
Thompson was hard up and needed 
money, and that he felt it was good 
politics on the part of him, Paul... 
and that, in other words, he would 
probably do his job a little more cheer 
fully and agreeably.” 

Judge Hughes also said Thomp- 
son, while in Beaumont for the exam 
ination, borrowed money from Atlan 
tic Finance Company, of which Lowry 
was president, and that the money had 
not been repaid; and that Texas Mu 
tual paid a $43.09 Dallas hotel bill for 
Thompson around New Year, 1951, 


(Moreland et al. v Knox, Court of 
Civil Appeals of Texas, May 12, 1954, 
26 ‘ d /44. ) 
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Legislators Involved; Others Explode 


AUSTIN 

Members of the Legislature have 
been stirred by the U.S. Trust & 
Guaranty failure with its 140,000 
policyholders and 5,600 depositors, 
and some of them are issuing state- 
ments calling for a special session, 
consideration of impeachment of the 
insurance Commissioners, and other 
drastic steps. 

Rep Wade Spilman announced a 
meeting of the House investigating 
committee Jan. 19-21. 

As the Observer reported last May 
and again Dec. 21, A. B. Shoemake’s 
$7 million dollar firm retained a num- 
ber of senators and representatives. 
The Observer, the Houston Chronicle, 
and the Houston Post have now es- 
tablished that at least five senators 
and one representaive had finanical 
connections of some type with U, S. 
Trust, and this week the Observer re- 
ports elsewhere a reply on the point 
from Senator William T. Moore of 
Bryan, one of the five senators who 
killed the bill which would have put 
U. S. Trust under the banking com- 
mission. 

State Auditor C. H. Cavness con- 
firmed last week a Post story that 
Senator Kilmer Corbin of Lubbock— 
another of the five—and Sen. Rogers 
Kelley of Fdinburg had received 
funds from Shoemake’s matrix. It is 
also now public record that Senator 
Carlos Ashley of Llano, leader of the 
pro-Shoemake Senate group and an- 
other of the five, was retained bv 
Shoemake ; that Senator Jep Fuller of 
Beaumont received legal feces from 
him; that a law partner of Sen. Gus 
Strauss of Halletsville—yet another 
of the five—did work for Shoemake 
at an undetermined time; and, of 
course, that State Rep. Bert McDaniel 
ot Waco has been retained by Shoe- 
make for some time. , 

Senator Ottis Lock of Lufkin, who 
joined Senators Moore, Ashley, 
Strauss, and Neville Colson of Nava- 
sota in voting against reporting to the 
Senate H. B. 240 to regulate U. S. 
Trust as a bank, told the Observer he 
had not been approached by Shoe- 
make and, he said lightly, he felt 
“slighted.” The Senate investigating 
committee—whose chairman, Senator 
Searcy Bracewell of Houston, was of- 
fered cash by Shoemake but refused 
—instructed Cayness to dig up the 
facts of such payments to legislators, 
and he reported on them to the com- 
mittee this week. 

Strauss and Ashley are members of 
the Senate Bapking Committee, Cor- 
bin, Fuller and Kelley are members of 
the Senate Insurance Committee. 
Moore is also a member of the bank- 
ing group. McDaniel is a member of 
the banking and insurance committee 
in the House. 

A series of “cash” checks labeled 
“for legal services” also turned up in 
the inquiry. There are no endorse- 
ments on them. Although Ashley, 
Fuller, and McDaniel have been paid 
by U.S. Trust, no checks were found 
with their names on them. 


Di:MANDS FOR legisla- 
tive action evoked Governor Shivers’s 
refusal to call a special session. He 
said he had full confidence in the 
three insurance commissioners and 
sees no need for a special session (see 
story on page 4). 

Bracewell suggested a special ses- 


sion to provide extra examiners for 
the commission (before it adopted the 
plan for an audit of all Texas insur 


“ance companies by C. P. A.’s at com- 


pany expense). Senator Jarrard S 
crest of Temple also suggested such 
a session, and Reps. Charles Hughes 
of Sherman and D. B. Hardeman of 
Denison called for such a 
(Hughes said impeachment could be 
considered only by the Legislaturé 

Rep. Zeke Zbranek of Hull-Daisetta 
wrote a letter to Bracewell asking that 
the Senate committee consider recom 
mending impeachment of any or a 
of the insurance commissioners on 
grounds of incompetency. He quoted 
a part of the state insurance law that 
provides that incompetency is a legal 
grounds for impeachment of “the 
Commissioner of Insurance.” 

He also quoted a statutory duty ot 
the board that if it finds a company 
capital impaired one-fifth it 
give the company two months to make 
it good and—if the company fails to 
do so—then “shall’ require the com 
pany to stop doing business and in 
stitute legal proceedings. 

“In the Board Order (of the 
missioners on U. S. Trust) on June 
24, 1955,....the Board found U. S. 
Trust & Guaranty had a total impais 
ment of its capital,” Zbranek said, “I 
Article 1.10 (5) had been 
with at this point, many people v 
have been spared their losses.” 

Rep. Joe Pool of Dallas called for 
enactment next of a law 
quiring lobbyists to register and legi 
lators to state publicly the retainer 
fees they receive from people “having 
legislation before the Legislature.” 

In Corpus Christi, Reps. Curtis 
Ford and DeWitt Hale suggested a 
special session, and Ford said if it 


Letter to Corbin 


AUS 

This letter from A. B. Shoemak« 
Waco to Senator Kilmer Corbin 
Lubbock, mentioning the $500 fee 
Corbin agrees he received from Sou 
ern Medcial and Hospital Servi 
subsidiary of Shoemake’s U.S. T1 
& Guaranty, has been turned up in t! 
companies’ files in Waco: 
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session 
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“chal 
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session 





Dec. 16, 1954 
Mr. Kilmer Corbin 

3313 25th St. 

Lubbock, Texas 

Dear Mr. Corbin: 

[ wish to apologize for waiting 
long to write you, 
been out of the city 
eral davs. I sincerely 
has not inconvenienced 
way, 

| enjoved very much the las 
ing with you. I wish to extend to y 
an invitation to visit our Lubbock op 
eration located at 1701 Texas 
Our manager, Mr. Graham, will 
more than happy to show you aro 
and explain our operation in detail 
you, 

Thanking you and with kindest 
gards, [ am your very truly 

Yours very truly, 
(Signed) A. B. Shoemake, President 
U. S. Trust & Guaranty 


however, 
for the past 


. ] + thi; 
trust tha this 


you in any 


ABS /gh 
( Penciled notation :) 
Blind copy to John Graham, Lub- 
bock. D.R, § 24523—$500 enclosed. 
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Yarborbough Calls for Resignations; 


Houston 
Ralph Yarborough and the state 
administration squared off on the in- 
last week, 


Surance issue 

Yarborough told a group of 300 
U.S. Trust & Guaranty depositors 
here Saturday night that the three m- 
surance commissioners should “resign 
before another sun sets... for the 
good of Texas and the surance m- 
dustry He said that bv failing to 
close U.S. Trust when they found it 
insolvent im June, the commission 
“pit its stamp of approval on when 


you were being swindled out of 
snoney. 


your 


Shivers replied next day: 
trving to 


people to 


“Yarborough is obviously 
use the misfortunes of these 
further his own political advantage 
What he said at the Houston meeting 
proves ey 

Yarborough is a 
for nor, 

Shivers earlier in 
had full confidence 
missioners, that former chairman 
Garland Smith had done “a_ grand 
job,” and that in the long run a basic- 
ally sound Texas 
and a 
important 


likely candidate 


vovel 
the week said he 


in all three com- 


lustrv 


ance ind 
are more 


msur 
“devoted” commission 


than “the weakness of 


wrongdoing that is turned up in the 
coming weeks and months.” 
Commission Chairman J. Byron 


~ ~—_ es : 
Saunders sala he has ho intenti on of 


resigning and “the vigorous cleanup 
... Will continue ... regardless oi 
statement that any would-be politi- 

ike regarding my px rsonal hfe 
or character.” Comm Smith 
and Mark Wentz said they would also 


Sta on, 


any 
clans m 


issioners 


Mark 


statement 


Wentz 


Was 


said 
“untfor- 


Nea ae 
Yarborough’s 
tunate and misleading to the public” 
and added: 

“T have never seen Mr. Yarb« 
in the insurance department at 
time since I have been a commisst 
He has never visited my 
ords of any state 
public documents and 
desires may them. 


rough 
any 
ner, 
office. Ree- 
venerally are 
ge so 


agency 
anyone 
Mr, 


see Yarbor- 


Shivers Says Houston Remarks 
Prove It; 300 Attend Meeting 


ough has apparently made his state- 
without basis other than 


” 


ments 
hearsay 
Yarborough said the insurance mat- 
ter is “the scandal of the nation. It 
overshadows every scandal we've had 
yet.” He said the commission failed to 
tell the depositors or the press of “‘its 
secret order of June 24” in which it 


any 


listed U.S. Trust’s insolvency as a 
“specific finding.” 

Instead, he said, “another secret 
thing” happened—an apparent refer- 


ence to an unpublicized private audit 
and new management plan which the 
comumission permitted at that time— 
“and they did nothing until mid-De- 
cember,” he said. 
“When they found 
pany was busted they 
more laws to 


out that com- 
didn’t need any 
close it,” Yarborough 
said. 

He 
should be 
stature, exper 
he confidence,” 
that machine, but bv a 
panel” of civic leaders. 

He told of a complaint from an el- 
derly Austin woman, Mrs. J. L. 
White, who had been in the hospital 
and would have to go back. He said a 
salesman for U.S. Trust went to her 
and that although she told him what 
she would be saving the money for— 
her hospital bills—he took it as de- 
posits. 

“They knew it!” 
told ‘em! They were 
that money !” 

Yarborough also pasted “the whole 
system of formation of companies by 
promoters and their friends in official 
places, the paying of so-called ‘retain- 
ers’ to legislators for protection of 
these fraudulent companies,” im an 
earlier speech in Dallas. 


T HE BOARD of Insurance 


new commissioners 
“the tallest possible 
, integrity, and pub- 
“not from 

statewide 


said the 
men of 
“1eNCce 


oP ae 


he exclaimed, “She 
ghouls te take 


Commissioners is doing and had been 
doing a fine job of protecting the in- 
terests of the people of Texas,” Shiv 
ers said at his press conference. They 
have “worked steadily—in the face of 
constant criticism and obstruction.” 

He gave “my personal and official 
congratul: ations and thanks to Garland 
Smith for the fine job that he has 
done as chairman” predicted 
Saunders would do a good job, too. 

Shivers had no comment on Gar- 
land Smith’s trip to Hawaii as a guest 
of a Texas insurance man last April 
(see lead story this week). Asked at 
his press conference for his position 
on a lobbyist regulation bill, he re- 
plied: 

“I would see no objection to it, cer- 
tainly. It might be very helpful—it 
depends on what kind of registration 
and what kinds of lobbyists vou mean, 
The teachers have a very fine lobby, 
Il recommend one (a 


and 


for instance. If 
control bill), I will recommend a good 
one.” 

Dallas depositors earlier in the 
week wired Shivers: “What are you 


trying to cover up and why?” 
Shivers rephed he had faith in the 


commission’s reliability and compe- 
tence and anyone with contrary eve 
dence should give it to him, the legis- 
lative investigating committees, or a 
grand jury. 

He told his press conference he 
thought the Insurance Commission 


had been criticized “for doing its job.” 
Asked about the June 24 report of the 


commission listing as a “specific find- 
ing” total impairment of U.S. Trust’s 
capital and insolvency, Shivers told 


the reporter inquiring that this was 
“his language” and he’ was “miscon- 
struing the procedure.” Shivers said 
that the commission had not prose- 
cuted in June because the Attorney 
General told them they needed more 
evidence for a court proceeding. An- 


Daniel, Yarborough May Be Opponents 


\USTIN 

Although it is too early to say, the 
evidence now ports to euberna- 
torial race next summer that will in 
clude Ralph Yarborough and Price 
Daniel as principals. 

Apparently Se iator Daniel has 
decided to try to shift from the Sen- 
ate to the state capitol in the middle 
of his Senate term—or at least so 
sa ul f his friends after talking 
' Doaults weit his ear cy 
? é eless persis 


Daniel said in Houston last week 
that he is “definitely considering” 
nning for governor and _ will say 
within 60 days. “I do feel that a gov- 
ernor is closer to the people of a state 
than a senator, and I want to live m 


Texas and raise my children here,” 
he said. He wants to see natural gas, 
narcotics, and electoral college legisla- 
tion passed before he makes his an- 
nouncement. 

Yarborough has been under heavy 
overture from some quarters to run 
or the Senate if Daniel runs for gov- 
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ernor. The theory advanced is that he 
would be a sure victor in a “sudden 
death” special Senate election with no 
run-off in which his opponents could 
pile up on him. 

In spite of these suggestions, Yar 
borough is understood to have 
cided to seek the governorship a third 
time. The burden of his public oppo- 
sition has been for a clean-up of the 
statehouse, and most of his firm sup- 
porters would oppose a shift to the 
Senate race. 

The latest Belden poll shows Yar- 
borough well ahead of Daniel in a hy- 
pothetical gubernatorial line-up but 
Daniel slightly ahead of Yarborough 
in a hypothetical two-man run-off. 

Pro-Daniel conservatives believe 
that Daniel would take Yarborough in 
a run-off because of the removal in 
the first primary of conservatives 
whose votes would then go to Daniel 
in the runoff. f 

They argue that Daniel is highly re- 
spected and that the people will not 
forget his role in the tidelands fight. 

Pro-Yarborough liberals feel that 
what they regard as the present Shiw 
ers political deadweight can be tied to 
Daniel’s neck. 

The Belden Poll reported some time 
ago that only 22 percent of Texans 
wanted Shivers to seek a fourth term; 
about half approved his administra- 
tion and half disapproved. Belden 
then dropped the Governor’s name 
from the list of gubernatorial possi- 
bilities, even though Shivers says it is 
“possible” he will run again. Shivers 
has since defended the insurance com- 
missioners—he expressed his “full 
confidence” in them last week—and 
this recent issue is bound to cause fur- 
ther injury to his popularity. 


de- 
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‘Politics’ is Reply 


other reporter told Shivers: “Gow 


ernor,’ we're just reporters, we jue 
read the English language.” 

Shivers was also asked WM he had 
any comment on legislators taking re~ 
tainer fees from parties interested in 


legislation, and he had no comment, 
“On Senator Ashley- he had no 
comment. “Well, on H. B, 240—” he 


had no comment again. 

Rep. Tom Joseph of Waco, sponsor 
of H.B. 240 which would have put 
U.S. Trust—-a half-bank, half-insur- 
company—under regulation as a 
bank, called for a lobbyist control bill 
at the Houston depositors’ meeting 
and was applauded at that point. 

“Let’s regulate ‘em and see who's 
representing who and who's back of 
these boys,” Joseph said. 


ance 


“| hope if we can prove that if any 
legislator was paid a bribe to vote 
against H.B. 240, we should have 
some criminal prosecutions,” Joseph 
That would be the lowest thing 

Legislators who opposed 
‘no excuse in the world,” he 


said. “ 
imaginable,’ 
240 had ‘ 
said. 
Senator Phillips of Angle- 


Jimmy 


ton, an announced candidate for gov- 
emor, made a quiet speech, 

“Your life savings ... have been 
milked from you and now in jeop- 
ardy,” he said. He said he and Sena- 
tor Searcy Bracewell of Houston “did 
everything we could to finally pass” 


H.B. 


de p* site rs 


240 ,and he offered to help the 
“in any way that I can” in 
getting their money back. 

“Anyone who attempts to use this 
movement as a political football is as 
reprehensible as those who let the 
situation develop,” Phillips said in a 
cut at Yarborough. 

Joseph said the meeting may be a 
“political football for others” but not 
for him. “I’m. sticking to the cold 
facts,” he said. 


YARBOROUGH was ap 
plauded when he called for the com- 
missioners’ resignation, and about 
three-fourths of the depositors stood 
during the ovation at the end of his 
speech. Phillips received milder ap- 
plause. 

When Phillips passed along to the 


crowd the information that A. B. 
Shoemake, president of U.S. Trust, 
had shot himself, there was bitter 


sporadic 
applause. 


applause and some general 
Rep. Zeke Zbranek of Hull- 
also spoke. He said he was 
going to question the integrity of 
commission but again” raised the 
question of “incompetency”’ and said 
he had asked the Senate investigating 
committee for a specific finding on 
whether the commissioners should be 
impeached on this ground. 

He said a law 
quires “the 


State 
Daisetta 
not 
the 


“thirty years old” re 
Insurance Commissioner” 
fo&clése “down *omipaniés*withi one- 
fifth capital impairment if they dont 
bring it up to par in 60 days. “It is 
futile to pass laws unless you get ade- 
quate administration” of them, he 
said. 

A resolution passed by the Houston 
invéstOPsaMMeetMe*hitieimed imeGFance 
commissioners for accepting gifts or 
favors from insurance companies and 
opposed employment of legislators by 
such companies. 

The Texas Observer’s Dec. 21 is- 
sue was much in evidence at the meet- 
ing. Joseph told the crowd: 

“This is the first time I’ve seen this 
issue, and I want to say that as far as 
I can see it is a complete and accurate 
account of the whole, unvarnished 
truth. I am glad to see it come out.” 

Yarborough read excerpts from the 
Observer and several other newspa- 


pers. 

Drew Pearson, who advertised U.S. 
Trust with his endorsement on his 
Texas television stations, wired the 


Houston meeting that he was sending 
them $500 to help im their efforts to 
get their money back, and he told the 
Houston Press he intends to have his 
books audited and any profits he made 
from U.S. Trust’s sponsorship sent to 
Houston, 
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The drama of A.B. Shoemake’s su 
cide shot, an audit of all Texas insum 
@nce companies this year, and de 
mands for impeachment of the insur- 
ance commissioners has all but ob- 
scured a continuing question m the 
U.S. Trust and Guaranty collapse: 
what happened between July 5 and 
Sept. 15, 1955? 

On June 24, in what it called “spe- 
cific findings,” the Board of Insurance 
Commissioners said U.S, Trust was 
insolvent and its capital “totally im- 
paired.” An unpublished hearing on 
revocation of U.S. Trust’s permit to 
do business was called July 5. Then, 
for two months: silence. 


Mystery Continues 


On Sept. 15, Ben King, Austin real 
estate man, was sent in by the Com- 
mission to appraise Shoemake’s prop- 
erties. In mid-December the company 
was closed by the state. 

Insurance Commissioners Garland 
Smith and Byron Saunders told the 
Observer and other Texas newsmen 
that they did not take action against 
the company on July 5 because the At- 
torney General, John Ben Shepperd, 
told them they ddi not have sufficient 
evidence for a court judgment of in- 
solvency. The hearing was “recessed” 


until Sept. 15 to get real estate ap- 
praisals, Smith said. The delay was by 
“mutual agreement” with the Attor- 
ney General, Smith said. 


Shepperd told the Observer his of- 
fice made “no recommendation” to 
the commissioners in July and was not 
a party to the board’s decision to de 
lay an insolvency action in July. 


Then the Observer learned—and 
reported Dec. 28—that a Dallas audi 
tor had conducted a secret private au- 
dit of U.S. Trust starting immediately 


Shoemake Gives Up The Game 


Waco 

One supposes it was all too much 
for A. B. Shoemake, and he put a 
bullet in his brain. 

He lay near death Tuesday night. 
None of the doctors gave him a 
chance. 

He had insured his life for a million 
dollars and named his company bene- 
ficiary, but his suicide forestalls even 
that solace, for the creditors of his 
bankrupt U.S. Trust & Guaranty: the 
million is not forthcoming on grounds 
of the suicide. 

Waco D.A. Tom Moore took three 
notes found in Shoemake’s home to 
Mrs. Shoemake after the shooting, 
and she said two of them were in his 
handwriting. One to Mrs .Shoemake 
said: “The only thing | have done 
wrong is to try to build a business.” 
He wrote that he had no money to de- 
fend himself, “and I cannot go on em- 
barassing you day by day .... I want 
to tell you you have been the best 
wife and sweetheart a man ever had. 
Keep your chin up.” This note and 
another that said to call a justice of 
the peace were identified as in his 
handwriting. 

A third note not in his handwriting 
said: “I refuse to answer on the 
grounds and for the reason that to do 
so might tend to incriminate me.” The 


Senate investigating committee had 
planned to subpoena Shoemake on 
Jan. 11, 


Police were the last to arrive at 
Shoemake’s; mansion. He had already 
been taken ‘to the hospital. When he 
had failed to appear at a dinner en- 
gagement, his wife had called a neigh- 
bor, who went to Shoemake’s door 
and rang. Shoemake appeared, blood 
streaming down his body. A bullet 
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the title as a Lloyds or mutual firm: 

Texas Mutual Insurance Company; At- 
lantic Finance Company (stock); Atlantic 
Finance Corp. (stock); Leslie Lowry, gen- 
eral agent; Lone Star Casualty (stock); 
Texas Fire Insurance Co. (stock); Texas 
Underwriters (reciprocal); Bedell and 
Co. (agency); Developers’ Syndicate, Inc. 
(stock); 

Lloyds Fire & Casualty Assurance; 
North American Assurance Corp. (stock); 
Texas Western Assurance Co. (stock); 
United Lloyds; United World Life Insur- 
ance Co. (stock); Lloyds of Great State; 
Lloyds of North America; Hammonds & 
Co. (agency); Motor Club of North Amer- 
ica (stock); Trust Co. of North America 
(stock); General American Casualty Co. 
(stock) ; 

Zenith County Mutual Insurance Co.; 
Johnston?Stallworth Burial Assn.; Com- 
mercial Security Insurance Co. (stock); 
Mid-Continent County Mutual Fire In- 
surance Co.; Century Lloyds; Pioneer 
Western Mutual Insurance Co.; Continen- 
tal County Mutual Insurance Co.; W. C. 
Czigan County Mutual Inusrance Co.; 
Mutual of Texas Fire & Automobile In- 
surance Co.; Home Service Casualty 
(stock), All-American Home Lloyds, and 
U.S. Trust & Guaranty (trust, guaranty, 
and savings). 





WHAT BETTER GIFT for Christmas than 
an original drawing, painting or sculp- 
ture by young Texas artists? Why buy 
reproductions? Eeveryman a Medici! 
RENAISSANCE GALLERY 
624 Lamar Boulevard, Austin, Texas 
Evening Hours 8 to 11 
: ; 
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from a .380 Colt automatic had pene- 

trated his brain and passed through 

his head completely. ° 
Apparently he had shot himself as 


he sat on a blanket in his bedroom 
Saturday afternoon, The neighbor 


found a gun and put it in a drawer. 
When ambulance attendants arrived 
they found Shoemake already ban- 
daged and sitting in a chair. 

Blood trails all over the large home 
indicated that Shoemake had wan- 
dered around for some time after the 
shooting. Reports reached the Ob- 
server that he was kept on the tele- 
phone by a relative sometime after the 
shooting (blood was found on_ the 
telephone). His conversation was not 
coherent after the shooting. 

Vice Squadman FEarl Coan said 
Rep. Bert McDaniel — Shoemake’s 
lawyer in Waco—told him that Sun- 
day a week ago he had visited Shoe- 
make for the last time. He said Shoe- 
make read him the Twenty-third 
Psalm, shook his hand, and said, 
“Goodbye, Bert.” 

McDaniel and members of Shoe- 
make’s family kept a hospital watch. 
McDaniel would not talk to reporters 
but once said to a group of relatives 
loud enough for reporters to hear: 
“The newspapers drove Shoemake to 
do this. It’s a disgrace.” 

Dr. Bovd Alexander, Shoemake’s 
doctor, said he asked Shoemake when 
he reached him if he felt any pain. 
Shoemake said he did not. Alexander 
asked him: “Did you do it yourself ?” 
Shoemake did not reply. 

When a statewide meeting of in- 
vestors was informed that Shoemake 
had shot himself Saturday night, 
some of those present broke into bit- 
ter and’ emphatic applause. A surpris- 
ingly large number seemed to applaud 
lightly. 

Ben King, Austin real estate ap- 
praiser directed by the Insurance com- 
mission to appraise U. S, Trust’s as- 
sets and paid by Shoemake for several 
months before the state closed the 
company, worked with Shoemake of- 
ten during that time. He told the Ob- 
server Sunday night: 

“He was a likable man. His intelli- 
gence or 1.Q. was superhigh. In addi- 
tion to being a dreamer he did what 
most dreamers do not try to do: to 


put it in action, What kind of man he 
was behind that, I don’t know.” 

King tentatively found that Shoe 
make’s properties were over-valued 
He said Shoemake never tried to get 
him to “bend” his appraisals. 


THE MOP-UP of the U.S. 
Trust collapse proceeded last week. 

Six of U.S. Trust’s seven directors 
—all but Shoemake—sought a release 
from Judge Charles Betts’s court or- 
der freezing their personal assets. 

Auditors located bank deposit slips 
for $98,000 cash that was believed to 
be the money Shoemake was reported 
to have taken from U.S. Trust offices 
for “safekeeping.” 

In Houston three creditors 
U.S. Trust to recover $9,538 they de- 
posited and $5,000 exemplary dam- 
ages, 

In Arkansas, Willis V. Lewis, pres- 
ident of the Arkansas Fire and Ma 
rine Insurance Co. that re-insured 
$1.6 million of U.S. Trust’s insurance: 
policies, admitted he got $500,000 
from Shoemake as a “personal loan” 
to be used to invest in the Arkansas 
firm. He said he used $400,000 of it 
to set up the $500,000 company and 
sent $100,000 back to Shoemake at the 
latters’ request. 

The firm is being permitted to con- 
tinue to do business in Arkansas con- 
ditioned by its agreement not to dis- 
pose of any of its assets. Its permit to 
do business in Texas has been re- 
voked, 

Judge Charles O. Betts of 98th dis- 
trict court granted a temporary re- 
straining order against U.S. Life In- 
surance Co. of Waco, whose permit to 
do business was revoked Thursday by 
the commissioners at a hearing at 
which attorney William Yelderman of 
Austin represented Shoemake. Th« 
Attorney General filed a suit to put 
the company, a Shoemake subsidiary, 
into receivership. 

The board placed Southern Medical 
and Hospital Services—another U.S, 
Trust subsidiary—under supervision, 
The company announced a new slat 
of managers it said were not connect- 
ed with Shoemake. The board gave 
the company 30 days to hold an elec- 
tion among the stockholders on the 
new management. 


sued 


e 














LEGAL ADVERTISEMENTS 





NOTICE OF INCORPORATION 


Notice is hereby given of the intention to in- 
eorporate a firm with offices in Corpus Christi, 
Texas, under the name of Jack Shackelford Dec- 
orator, Inc.” 


TO THE CREDITORS OF ESTATE OF 
S. M. LEE, SR.: 

Notice is given that letters testamentary upon 
estate of S. M. Lee, Sr., deceased, were granted 
us November 28, 1955, by County Court of Travis 
County. All persons having claims against said 
estate should present same in time prescribed by 
law, our residences and post office addresses in 
Austin, Texas, being as follows: 

VERNON BYRON LEE 
7015 Burnet Road 
JESSIE M. LEE 
401 North Loop 
Independent Executors of Estate of S. M. Lee, Sr. 


NOTICE TO CREDITORS OF ESTATE OF 

WILLIAM F. PEALE, DECEASED: 
Notice is hereby given that original Letters 
Testamentary upon the Estate of William F 
Peale, Deceased, were issued to the undersigned 
on the 29th day of September, 1955, by the 
County Clerk of Travis County, Texas. All per- 
sons having claims against said estate are hereby 
required to present the same to ys, or either of 
us, within the time prescribed by law. Our resi- 
dence is 1808 Travis Heights Bivd., Austin, Texas, 
and our post office address is e-o William A. 

Brown, 762 Brown Blidg., Austin, Texas. 

ALLICE ETHEL PEALE 
WILLIAM FULTON PEALE, JR. 


Independent Executors of the Fatate 
William F. Peale, Deceasec 


NOTICE OF INTENTION TO INCORPORATE A 

FIRM WITHOUT CHANGE OF FIRM NAME 
TO WHOM IT MAY CONCERN: 

Notice is hereby given that William L. Nelson, 
doing usiness under the firm name of Dwight 
TV Sales & Service Company, intends to incor 
porate such firm immediately under the firm 
name of Dwight TV Sales & Service Corporation, 
located at 724 Dwight Avenue, South San An- 
tonio, Texas. 

Signed this 8th day of December, A. D., 1955. 

DWIGHT TV SALES & SERVICE CO. 
By: WILLIAM L. NELSON, Owner 


SHERIFF'S SALE 

BY VIRTUE of a certain Order of Sale, is 
sued by the Clerk of the 9#th District Court : 
Travia County, Texas, on the 12th day of Decem 
ber, 1955, in a certain Caure Nov. 102,644, where 
in Western Republic Life Insurance Company, is 
Plaintiff and Ollie Edmondson and wife, Augusta 
Edmondson, are Defendants, in favor of the said 
Plaintiff for the sum of Three Thousand Three 
Hundred Sixty-five and 14-100 ($3,365.14) 
Dollars, with interest thereon at the rate of § 
per centum per annum from the 2ist day of 
October, 1955, together with all costs of suit 
that being the amount of a judgment recovered 
by the said Plaintiff, in the 98th District Court o 
Travis County, on the 2ist day of November, 
1955. 

1, on the 13th day of December, 1955, at 
4:55 o'clock P.M. have levied upon, and will, on 
the 7th day of February 1956, that being the first 
Tuesday in said month, at the Court House door 
in the City of Austin, within legal hours, proceed 
to sell for cash, to the highest bidder, all the 
right, title and interest of Ollie Edmondson and 
wife, Augusta Edmondson, as the same existed 
on the 7th day of July, 1954, and at all subse- 


after the July 5 hearing; that the com-~ 
mission ere fully informed of this 
pla t hearmg; that the plan in- 
cluded vy manaygement.if the auditor 
pany acceptable—which 
he drawing early in Sep 
| that the minutes of the 
eling contain no discussion 
sioners about sending in 
th n appraiser, 
6 a new law went into ef- 
ng authority to order 
npanies from Smith— 
an of the commission—to 
( ward. On Sept. 15 King 
the Observer—on fur- 
that the appraiser was 
wetween July and Septem- 
e the commission did not 
ey to pay the appraisers 
w laws went into effect 
6. Last Sunday the appraiser, 
e Observer that he was 
oemake, not the commis- 


norning the Observer 
lers and Smith together 
checked out. Saunders re- 
law does not provide that 
we ect an appraiser of our 
| Sept. 6, and authorize his 
sefore then, he said, 
y could select its own ap- 
two freeholders. Smith 

lis statement. 
Satinders alf 
’ but they 
X hat auditor Felix Einsohn 
nan who made the July- 
quiry—was to be paid by 
insohn said he had been 
$20,000 and $30,000 it 
ew with the Observer in 
He said Shoemake 

1 him. 


nith, and 
were not sure, 


Parkhouse of Dal- 
the Observer BenlJack 
e Insurance Company of 
included in the new 
group, Eimsohn — said 
not associated with him in 


(;eorve 


tO be 


the commissioners mene 
reporters the private audit 
inagememt plan pernitted 
| 
il luly. 











+ existed and stijl exists, in and te 
g de bed property, levied upon as 
t of Defendants, to-wit: 


‘8 feet of Lota Nos Ten (10), 

and Twelve (12), of the Hofheins 

S of a part of Block No. One (1), in 
4 in Division “B’, of the City of 

together with all improvements 

being the same property which is 

eed from Ernest Best, Sheriff of 

ty, Texas, to the Caleasieu Lumber 

jated August 2, 1950, and recorded in 

Pages 474-475, of the Deed Rec- 

f Trav County, Texas, and being the same 

ed in a certain instrument now of 
the office of the County Clerk of 
mty, Texas, in Volume 1473, Pages 
the Deed Records of such county to 
and the reeords thereof reference is 


ABOVE SALE TO BE MADE BY ME, to 

a e described judgment for $3,365.14 

f the said Plaintiff, together with the 

f suit, and the proceeds applied te 
thereof. 


he tisfactior 
T. O. LANG, Sheriff, 
Travis County, Texas 
By (s) HENRY KLUGE, Deputy 
Texas, December 19, 1956. 


M IT MAY CONCERN: 

hereby given that Marian H. Gurney, 
s under the firm name of Carrousel 
op, in San Antonio, Bexar County, 
to ineorporate such firm immedi- 
the name of Carrousel Children’s 

at the same place of business, said 

to acquire all the assets and assume 

abilities of said business. 

nge is to be effective as soon a 


i < bY 


law 
NED this 30th day of December, A. Dy 


CARROUSEL CHILDREN’S SHOP 
By: MARIAN H. GURNEY, Ownes 





AusTIN 
The 57,000 claimants against 
General American Casualty I[nsur- 
ance Company—which went bank- 


rupt in 1954—are now engaged in a 
law suit which accuses four examun- 


ers of the Insurance Commission 
with seven counts of receiving gitts 
and favors from the company they 


were examining. 
Josh Groce, acting for state liqui- 


dato r ds. D. Wheeler, last week filed 
a =66- pix petition in Judge Jack 
Ro ts’s 126th district court here. It 
oem $6,600,000 damages from 44 
individuals and eleven insurance agen- 


banks, and bonding companies on 
57,000 creditors, claimants 
and_= stockholders 


American 


cles, 
behal oO! 
policvholders, 


General 


ot 


} 


On recommendation of the Attor- 
ney General, the Insurance Commis 
sion suspended the four examiners 
without pav and promised an investi- 


gallon, 


Chief Examiner Larry Blanchard, 
Supervising Examiner Robert R. But- 
ler, and examiners William J. Noad 


4 Examiners Sued 


and Lee L. Pfefferkorn are charged 
in the suit with “willfully and mali- 


violating their duties as ex- 
aminers by showing General Ameri- 
can ae as of June 30, 1952, when 
thev knew that it was insolvent. 

The state charges in the suit that 
the examiners intentionally did not 
include gross premiums of $2,693,420 
ten by the ypany and that this 
reduced the unearned pre- 
liability 


ciously - 


writ con 
illegally 
i reserve 
$987 207. 
General 


in the amount 


American did business in 

and \lasl 

gifts and the 
mpany provided: 


States 
The 


charges the c 
© 
@ A 


on 


favors state 


\ $47.95 radio for Noad’s wife; 


gift of $135 to Noad for rent 
apartment while was 
company ; 


his he 
examining the 
@ An expense 


3.80 


account item of 
company official 


St listed bv 
‘rraining 


1° e é +4 
mnnson To enu 





The 
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and in 


FROM ALL OVER TEXAS 


— From the Plains and the Panhandle; 


Gulf Coast and the Valley; 
ntex and the Piney Woods. 


— From North, South, East and West - 

— From Cities and Towns; 

Hundreds of Liberals; Democrats, 

D. Roosevelt and the New Deal Have Already 
Made Reservations for the All-Texas 


1956 
ROOSEVELT DAY 
DINNER 


(at The New Plantation in Dallas — 7:00 p.m. — January 16) 


from Farms and Hamlets 
Admirers of Franklin 


to join 


In Honoring the Memory of America’s Great President 


Franklin Delano Roosevelt 


presenting 


The Testimonial of Texas 


to 


THE FIRST LADY OF THE WORLD 


Mrs. Franklin D. Roosevelt 


Honored Guest and Principal Speaker of the Occasion 





Will Want To 


YOU AND YOUR FRIENDS — 
Be Present On This Great Occasion — which, from 





ations have been taken before 

eived—in which Case 

be refunded 

(Please ynake checks 
North Texas Committee for 
Roosevelt Day.) 


serv 
yours are re 
will 


your money 


payable to 





advance aeservations already received is certain to be one of the 
largest and most significant liberal events of all times in Texas. 
For Reservations: 
Piease Gl in the eouncn on the Request for Reservations — 
; ne pag pea eg oh . : North Texas Committee for 
ignt bas imal Nan a cnec (at $5 Roosevelt Day - 
per piace), to th ddress shown on = 
ily tite ane Sparaee Cane P. O. Box 12113, Dallas 25, Texas 
the coupon. You will promptly be . 
ge Dinn ticket f - ' Please reserve places in my 
nalued a inner Ke r each : = 
‘ : ener name for the All Texas 1956 Roosevelt 
sur paid reservations unless all , 
Day Dinner, I 


am enclosing check in the 
number of 


amount (at $5-a-plate) of the 
re itions I am requesting . 
TIOGED a co nescesccececosene eteeeee eeee 
RGGPOGS « ccccccscccsccoccosecescess eeee 








Sponsored by: 


Kenneth F. Holbert, Co-chairman 
3210 Fairmont St. 


- 





Dallas 4, 


NORTH TEXAS COMMITTEE FOR ROOSEVELT DAY 
(Over 200 leading liberal Democrats in the North Texas Area) 


Otto B. Mullinax, Co-chairman 
Texas Phone: RAndolph 5633 


In Association with National Committee for Roosevelt Day 
Auspices: Americans for Democratic Action and Dallas Chapter, ADA 








examiners and meals for Bill Noad, 

examiner” ; 

@ A deer hunt in 1952 at George 
Cowden’s ranch near Pearsall at 

which Blanchard and Butler were 

present ; 


@ A deer hunt at the ranch of com- 
pany president C. B. ldwin at 

Mason, Texas, in 1949, which Blanch- 

ard and Butler attended; 

@ A banquet given by General 
Lloyds, a related company, at 

Alamo, with Blanchard and Butler at- 


tending ; 

@ A party given by Erwin in Octo- 
ber, 1952, in San Antonio, with 

Blanchard, Butler, and Noad present. 

The state says that the four exam- 
iners made or aided in making “a false 
examination report” on General 
American and also charged them with 
“paintin® a false picture of the finan- 
cial condition General American 
Casualty.” 

Blanchard and Butler 
with the commissioners 
suspension was announced. 

Blanchard denied any aiding of a 
conspiracy by the company. “I do not 


of 


con ferred 


before their 


feel that I have intentionally done 
anything wrong,” he said. “I definitely 
know that I did not enter into any 
conspiracy or any agreement of any 
kind ...” 


J. Byron Saunders, chairman of the 
Insurance Commission, said the two 
men were “hurt, disappointed, and 
surprised ... but they welcome the in- 
vestigation and believe they will be 
vindicated.” : 

Garland Smith, former chairman 
and now still a member of the com- 
mission, said he understood the four 
examiners were included in the suit 
“to make a case’ against other de- 
fendants. He said complaints against 
Blanchard had come to his attention 
in the General American and Texas 
Mutual cases. 

The suit calls the gifts it says the 
examiners accepted a violation of their 


oath as representatives of the state. 


An examiner takes an oath that he 


will make “fair and impartial exam- 
inations, and that he will not accept 
as presents or emoluments any pay, 
directly or indirectly, for the dis- 
charge of his duty, other than the re- 
muneration fixed and accorded to him 
by law.” 


THE STATE also alleges 
that Erwin, Ralph D. Stokes, L. 
Houston Odom, and Connie C. Schu- 
chard. all of San Antonio, knew that 
unbiased examination were 
“false and fraudulent prac- 
and insolvency would be dis- 


if an 
made, 
tices” 
covered. 

To prevent Kentucky from having 
such an examination, the state says, 
the four planned “a scheme.” Schu- 
chard went to Kentucky and “hired 
John Keck, a district judge of the 
state of Kentucl <y,” and an insurance 
man there “to exert their political in- 
fluence” to prevent an examination, 
The examination was not conducted. 

Keck—says the suit—was to be paid 
$100 & month by General American 
and Keck and the insurance man were 
both given a general agency contract 
by General Ameri 

Among the charged the 
company swapping of checks with 
other outfits to showing the incoming 
check as a cash asset (on a financial 
the outgoing one was 


can. 
offenses 


is 


before 


Atty. GEN, SHEPPERD 
brought the receivership action which 
put General American out of business 
June 16, 1954. He did so on behalf of 
the Insurance Comn 

Smith said that the company could 


report) 
Ce ished 


1ISSION, 


have been “saved” if Ralph Yarbor- 
ough, running for governor, had not 
publicized the fact that a then un- 


named firm was in financial trouble. 
Shepperd said publicly at the time 


he was “sorely disappointed over the 
handling by the Board of Insurance 
Commissioners of the certificate sus- 
pension” of General American. He 
said blamit g it on “polities ‘ is a 
pretty lame excuse .... Poor business 
judgment s should not be called poli- 


tics.” 


Criminal Probes Launched 


AUSTIN 
and at 
have 


Six juries 


agencies 


county grand 
least two federal 
joined in the investigation of U. 
Trust & Guaranty’s collapse. Dallas 


County’s inquiry is spreading to 
other companies. 

District Attorney Tom Moore of 
Waco went before his grand jury 


Monday with evidence he has uncoy- 
ered at the home offices of the com- 
pany. D. A. William FE. Clayton of EI 
Paso called on an Austin investigator 
to look into U.S. Trust's operations in 
FI Paso, suggesting the sale of securi- 
ties without a license may go before 
the grand jury. In Houston, D.A. Dan 
Walton is gathering evidence for the 
grand jury. District Judge McGee 
said Fort Worth that “someone 
ought to have caught it sooner’’—re- 
ferring to U.S. Trust’s insolvency— 
and instructed a new Tarrant County 
grand jury to investigate the com- 
pany’s operations there. 

Judge J. Harris Gardner 
the new Travis County Grand Jury 
here to inquire into U.S. Trust. He 
mentioned such criminal violations as 
unauthorized lobbying and offering 
and accepting bribes. Of bribes he 
said: “The gist of this offense its 
tendency to pervert justice and pro- 
duce corruption. The law abhors even 
a tendency to official corruption, and 
it is this corruption that the law in- 
tends to punish the people of 
Texas must depend solely upon the 
grand jury of this county” to indict 
wrong-doers “at the seat of govern- 
ment,” he said. 

Dallas D.A. Henry Wade has been 
investigating U.S. Trust; the defunct 
All-American Home Lloyds Insur- 
ance Company, with which Joe Irwin 


charged 


18 


of Dallas was connected, and Ameri- 
can Atlas Life Insurance Company, 
which Irwin’s American Atlas Cor- 
poration owns; and Southern Bankers 
Life Insurance Company. Last week 
Secretary of State Tom Reavley went 


to Dallas and had deputy sheriffs seize 
records Mercantile Investment 
Corporation, a holding firm, and one 
of wholly-owned subsidiaries, 
Merchants National Security Corpor- 
ation. “We welcome this move ... 
Our conscience is clear,” said M.A, 
Ward, Mercantile Investment’s presi- 
dent said. 
Atty. Gen 


ot 


its 


John Ben Shepperd had 
mailed a proposal for péssible crim- 
inal prosecutions to prosecuting attor- 
neys in the 13 counties ‘where the 
branch offices were located. He said 
counties could proceed with criminal 
prosecutions without waiting for the 
outcome of the state audits of U. S 


Trust. Austin D.A. Les Procter said 
he would wait, anyway. 

Two Texans in Washington, Sena- 
tor Price Daniel and Congressman 
Jim Wright of Weatherford, made 
public statements. Daniel said he 


plaaned this week to introduce a bill 
prohibiting the use of the initials 
“U.S.” in insurance company titles, as 
in U.S. Trust & Guaranty (in which 
instance they stood for “United Ser- 
vice.”) Wright made public a letter 
he wrote to Attorney General Herbert 
Brownell asking for investigation of 
U.S. Trust for possible federal law 
violations. 

A Scripps-Howard report from 
Washington quoted Postmaster Gen- 
eral Arthur E. Summerfield that his 
department will not deviate from es- 
tablished procedure of “always inten- 
sively investigating” such complaints 
as those against U.S. Trust. Fort 
Worth postal authorities are investi- 
gating. 

In Houston U.S. Attorney Malcolm 
R. Wilkey said the FBI may investi- 
gate to see if U.S. Trust transported 
stolen property across Sate lines and 
used interstate communications to fur- 
ther fraud. 





THE TEXAS OBSERVER 
Page 6 Jan. 11, 1956 








: 
= 
he) 
, ‘ 
} i 
: ( 
] 

P ; 

f 

1 

$ 
4 : 
& 
* a 

















- 
Pome 
% 


a 


ee ee 


wee cc: 


‘. 
ms 0 op lige, 


od 
————— 


Is \ 





7 
' 





BERGMAN DENIES REPORT 


AUSTIN 


In an interview in the Dallas Times 
Herald, State Rep. Douglas Bergman 
of the law firm of Irion, Cain, Berg- 
man, and Cocke is quoted as denying 
an Observer story in which Joe Irwin 
of Dallas was quoted as saying he had 
given that firm a total of about $30,- 
000 this year. 

The Times-Herald ‘also said .on its 
page one that Bergman “labeled as 
false published reports that his law 


* firm has accepted $30,000 in fees from 


failmg Dallas insurance companies to 
get the firms ‘buried quietly’ to avoid 
newspaper publicity.” The new a 
said these charges were published it 
the Observer and attributed to “lng 
which they were not. 

The Observer quoted Irwin Dec. 28 
that he had paid about $30,000 in fees 
to the firm of which Rep. .Douglas 
Bergman is a member and that be- 
tween $13,000 and $14,000 of this was 

a “back fee” he said he paid to the 
bn to get three companies “quietly 
buried by the Insurance Commission” 
to protect American Atlas stockhold- 
ers. 

Irwin, an insurance speculator, was 
in Austin Thursday for a hearing on 
his American Atlas Life (see below). 
Asked if his statement that he had 
given the firm of about $30,000 this 


year (Observer—Dec. 28) was cor- 
rect, he said: “That’s right. About 
$30,000.” 


“Where the $30,000 comes from, I 
don’t know,” Bergman was quoted in 
the Times-Herald. “Over the past 

eight months he (Irwin) has paid my 
firm $5,000 or $6,000 in fees on var- 
ious matters, but no $30,000.” Berg- 
man agreed Irwin had paid the firm a 
back fee of $13,800. 

Irwin had his auditor check his rec- 
ords this week. Tuesday afternoon he 
told the Observer that his records 
show that he paid, through his firms, 
$27,697.92 to Irion, Cain, Bergman, 
and Cocke between March 5, 1955, 
and December 31, 1955. He said there 
may be some other checks to the Berg- 
man firm in January, February, and 
March of 1955; and that, in addition, 
he recalled giving Cain five $100 bills 
which Cain said hé was going to use 
to fly Insurance Commissioners Byron 

Saunders and Garland Smith to the 
West Coast in early summer, 1955. 

Irwin said he would make the in- 
formation available when. it is fully 
tabulated. 

In regard to the statement the 
Times-Herald said the Observer pub- 
lished that Bergman’s firm accepted 
$30,000 “to get the firms ‘buried quiet- 
ly’ to avoid newspaper publicity,” it 
is noted that the Observer did not 
attribute such a statement to Irwin. 
Said this newspaper’s story: 

“He (Irwin) said that thirteen or 
fourteen thousand of this (total fees 
of ‘about $30 ,000’—ed. ) was ‘a back 
fee’ paid to Bergman’s firm to help 
get three of his minor companies 
<quietly buried by the Insurance Com- 
mission’ to protect his stockholders in 
American Atlas Corporation.” 

Directly, the Observer quoted Irwin 
that this fee was “less than $14,000 to 
get ‘em to hush up the closing of the 
three companies” so his American 
Atlas would not be damaged by the 
publicity. 

From Dallas Tuesday afternoon, 
Irwin said this fee was exactly $13,- 
750.36. He confirmed that he had 
stated to the Observer reporter this 
was a back fee paid by his Home 
Service Casualty for the purpose of 
giving three of his minor companies 
“quiet burial,” as he put it Tuesday. 
He said as he recalled it was a fee for 
legal work done in 1955 and perhaps 
the last month or two of 1954. 

This “back fee” was dated Nov. 30, 
1955, he said. It was on Nov. 22, 1955, 
that the Insurance Commission re- 
voked Home Service Casualty’s per- 
mit to do business and askéd the At- 
torney General to file suit for receiver- 
ship, which he did. 

The Observer confirmed the “back 
fee” with Frank Cain of Irion, Cain, 
Bergman, and Cocke, by telephone, 
and published his explanation of it. 
(Observer—Dec. 28) Cain said he had 


Paper Quotes Him That His Firm Was Not Paid 
$30,000 ‘Burial’ Fee; Irwin Repeats His Point 


all of Irwin’s records in his 
until Irwin paid the fee. The 
Observer asked Cain about the $15,- 
000 or $16,000 additional fees Irwin 
had told the Observer he had paid the 
firm that year, and Cain said that it 
should be remembered that his firm 
represented Irwin’s many companies 
and that sometimes all eight people in 
were working on them. 


frozen 
office 


his office 


The Observer also talked to Berg- 
man about the case. Bergman did not 


express any reluctance about talking 
to the Observer. The Observer quoted 
Bergman that the for 
trying “about a kemdred cases” for 
Home Service Casualty in the last 
year. The Observer also quoted Cain 
that the “back fee” was for 50-odd 
Home Service lawsuits. 


back fee was 


H OME SERVICE is an in- 


in itself. 


teresting case A commission 
audit dated July 20, 1955, said the 
company’s cash condition was very 


poor ($6,357 in cash and $358,947 in 


unpaid claims), and that assets had 
been impaired to get cash funds. 

Aug. 29, 1955, the Insurance Com- 
mission alleged the company was 
solvent, had a capital impairm 
larger than allowed by law, had 
sified its records, had overvalued it 
assets, and had a deficit surplus larger 
than $157,215. 

Sept. 19, 1955, the Insurance Com- 


mission—in a two-paragr aph order— 
ruled that “upon consideration of all 
the evidence, the board finds that the 
facts and the law are with Home 


C. 


alty Insurance Company 


hdraws its allegations of Aug. 


even weeks later—the 
alleged their Sept. 19 
e based upon false and 
ence porduced before 
and said its Aug. 29 
and are correct.” 
ny was closed Nov. 22, 
' the company’s instru 
March 15, 1954, Cain 
resident of the corpora- 
fact, and chairman of 
stock holders. He was 
take teps to get the 
t to do business from 
e Commission. He is 
iv ynily Ollie share of 
a 2.03 ge Mi subscribed 
ld the largest block— 
at that time, The firm 
Bergman, and Cocke 


as general 
that 


these records 


the corporation at 


Irwin’s American Atlas Tied Up 


AUSTIN 


Joe Irwin’s American Atlas Life 
Insurance Company of Dallas is tied 
up very tight this week on a finding 
by the Board of Insurance Commis- 
sioners that its management is not 
worthy of the public confidence. New 
management is being arranged, but 
it is contingent on the board’s ap- 
proval. 

District Judge Charles O. Betts has 
frozen the assets of the company and 
forbidden removal of its records 
pending his decision on an appeal 
from the board’s suspension of Ir- 
win’s permit for American Atlas Life 
to do business in Texas, 

No question has been raised as to 
the company’s solvency. 

Last week Paul Connor, legal exam- 
iner for the board, read into the rec- 
ord accounts of how some of Irwin’s 
employees signed papers of land pur- 
chases from him without paying for 
the land, which notes Irwin then en- 
tered as assets in American Atlas. 
Company agents told the employees it 
was to “balance the books.” 

In addition, Connor presented fur- 
ther information on the purchase by 
All-American Home Lloyds, now in 
receivership, of taxicab drivers’ signa- 
tures On papers in which they alleg- 
edly bought land for as much as $20,- 
173—but which involved no payment 
of money to Irwin and were signed 
after Clyde Bell, Irwin’s son-in-law, 
paid the drivers $5 for signing. Irwin 
claimed these notes as assets in All- 
American Home Lloyds. The evidence 
was introduced into the American At- 
las hearing as germane to the board’s 
charge that the latter company’s man- 
agement was unworthy of public con- 
fidence. 


RALPH CURRIE, Irwin's 
lawyer at the hearing last week, a 
prominent Republican and recently a 
candidate for a federal judgeship in 
Dallas, told the board that Irwin’s po- 
sition was that he was not a manager 
of Dallas Fire and Casualty and never 
had been. The board also revoked Dal- 
las Fire’s license, and the Attorney 
General brought a receivership action 
against it. 

In its-petition on Dallas Fire, the 
state alleges the directors are “not 
worthy of the public trust” and that 
they “recklessly abandoned and con- 
cealed all company records” and closed 
the company’s offices with “complete 
disregard to the rights of policvhold- 
ers, creditors, stockholders, and other 
claimants.” 

The Insurance Company of Texas 
re-insured Dallas Vire’s insurance on 
April 1, 1955. Then Earl Shelton, its 
president at the time, closed its offices, 
attempting, said Connor, a voluntary 
dissolution. Jack Shelton, who was 
secretary of Dallas Fire, told the Ob- 
server in Austin that Earl Shelton has 
been working as an examiner for the 
Oklahoma insurance department since 
then, 


Board Finds Its Management 
Unworthy of Public Trust 


Connor introduced into the record a 
Ietter dated Oct. 14, 1955, stating that 


+ 1 


an effort was being made to try to lo- 
cate Dallas Fire’s assets, and signed, 
“Joe Irwin, President, Dallas Fire & 


Casualty Co.” Minutes of a stockhold 
ers’ meeting of Dallas Fire dated Aug 
16, 1955, show that Jrwin and hi 
group, represented by l'rank Cain of 


r 


Irion, Cain, Bergman, and Cocke 
were claiming management, but an- 
other group, represented by V.C 
Thompson, former examiner for the 


commission, was disputing the claim. 

Currie said Irwin at one time 
thought he had acquired 60 percent of 
Dallas Fire’s stock (Bascom 
portion before Irwin bought it—Ob- 
aserver, Dec, 28), but that his certifi- 
cate to the stock was disputed by the 
then existing management and he 
“never did assume management and 
control.” He said Irwin’s only interest 
in Dallas Fire is as a creditor. 

Irwin had agreed to take stock held 
by Bascom Giles and associates in re- 
turn for securities he provided. 
Thompson, representing Earl Shelton 
and what he said was a majority of 
the directors, alleged at this meeting 
that Irwin’s securities were not good; 
for example, that he provided mort 
gage loans on land at $57,050 but ap 
praised by members of the seer mR 
Association of Real Estate Appraisers 
at $3,100. Thompson said Irwin’s cer 
tificate to Giles’s stock had been “can- 
celed” because of this challenge to the 
value of the securities. But Irwin re- 
plied that if this was so he should get 
his securities back—and they were not 
forthcoming ,from Thompson. 

Debts outst anding against Dalla 
Fire include $15,000 to I.CT.. for the 
reinsurance agreement, $9,000 to 
Lloyds of London for underwriting 
and $1,000 to Emil Hahn, Austin man 
who is chairman of the grand jury 
looking into the U.S. Trust case. 


Gil 


3 


ComMISSIONER J. By- 
ron Saunders refused an Irwin motion 
for a delay in the hearing to consum- 
mate the new management agreement. 
Currie said Irwin and the other offi 
cers would resign “if that be neces- 
sary, but they did not agree they are 
unworthy of public confidence. 

An insurance commission invest iga- 
tortor read ee from A, C 
Charles Bybee, C .F. Bybee, Harold 
Lee Little, and W shtcen N. Chamber 
lain, all painters working for rein 
on a job in Waco. They testified that 
L. Romeriojor Mr. or Mrs. Joe Irwin 
induced them to sign papers buying 
land in Pegs County when they did 
not intend % buy it and did not pay 
anything after signing the notes. They 
said in substance they signed the pa 
pers to accomodate Irwin and becauss 
they were afraid of losing their jobs. 

Little, inf his affidavit, said Irwin 
told Bybee “that these papers didn't 


ix 


Pag 


nN 


1] 


ns 


pelore 


¢ 


in my 


$5 for signing 


g, that they needed them to 
books.” Chamberlain said 
“told us that the papers 

a thing, that they needed 
nee the books.” 
1 affidavit, said he traded 
of American for 
land in Pecos and sold it 
to eight people 
had been 


A 
\tlas 


acre” 
se afhdavits 
did not at any time pay 
ny money,” said Irwin, 
ned notes “strictly as an 


former Austin city 
Roberts—now director of 
nd a legal adviser on the 
taff—testified that he had 
from Dallas cab drivers 
l investment mortgage notes 
d 17 miles south of Dallas, 
Irwin. Bell had paid these 
They said they 
1d to buy land. 
said it appeared this prac- 
cab drivers had included 
total face value of $171,- 
listed these notes as asscts 
rican Home Lloyds. 
state representative 
a Falls, told the board 
lay before officers of First 
Bond and Trust and of 
Atlas had consummated an 
under which First 
American Atlas. 
McCollom, an officer of 
ional, said the company 
nge American Atlas man- 
persons acceptable to the 
re aman First Na- 


pee. 
iuing, 


eement 


buy 


go 
ing 


1 American 
business. 


then revoked 
permit to do 
plained this would not 
transactions for new own- 
management of American 


ppealed—thus automatically 
* revocation pending the ap- 
ome—on the grounds that 
lid not have substantial evi- 
he management’s unworthi- 
the public trust and did not 
he plan to change the man- 


100 persons, many of them 
\tlas stockholders, attended 
as present but said nothing 
rd. In a letter to his stock- 
the hearing, he said: 
me outstanding bad habit. [ 
in my fellow man and es- 
friends.” Again, he 
I’m sure, is acting 


ve 


i be yard, 


1° 
th 
tl. 


enclosed a copy of the Dec. 


with this letter to stock- 
sent Bell to Austin the 
the Observer editorial staff 
out its Dec. 28 issue. Bell 
the page proofs and placed 


ver 
He 
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THIS WEEK IN TEXAS 


Shepp rd 


Attv. Gen. John Ben 
asked the U.S Supreme Court to 
let hun argue for the Nebraska “right 
protect indi 


to-work” law so he can “ 


vidual rights threatened” in the 
Nebraska case Eke would detend the 
Dexas law providing that no person 
can tm det ied work because ot mien?) 
bership or non-membership im = a 
Lao 

union. He said “unton and nonunion 
members” asked him to intervene in 
the CAs 

@  dhepperd last week also ruled 


that the state prevailing wag 
is Ss Iperior to the federal minimum 
ind hour law on contracts 
constru National Guard Ar 
mories in Texas with federal grants 


Wave 


tion of 


members m 


‘@ About $5,000 union 

Datlas won wage hikes of from 
five to nine cents -an hour in Dallas 
last year, and they also obtained a 


number of long-term contracts, the 


Dallas News reported 





@ Correction: State Sen. Dovl 
HWdtis wrttes from Fort Worth 
thet he was not present at the Gor 
ernor’s Annual Duck Hunt in Port 
Arthur in December. The Observer 
and arva newspapers listed him among 
the 1S senators present 
VanCronkhite Again 
te Ag 

AUSTIN 

John VanCronkhite is in the 

ews once again. Reuben Senter- 


htt has hired him as public rela- 


in his campaign f 


Ons adviser [ 


vernas 
VanCronkhite came to Austin 
n 1Y5Q as a campa! 


on 


He handle 


ri" rr Shivers 
peuletierly ind OTrvaniizalion we rk 
for Shivers and for Democrats 
senhower in tl 1952 
if 1Yo4, Ralph Has Init > 


n nal 
i1Gs, 

Jlefunct LI f 

7 ie eee: ‘ “ ‘US ) 


rt cent ot 

North America Insuranc 
MYL OMLTLA pres nted checks he 

sand he had paid VanCronkhite 

»% $1,000 a month (one was 

82.000). Van Cronkhite charged 


the tee was to help him 
better relationship with the Insjt 
Conurussion. VanCronkhite 
said this Was not correct and tha 
wv did public relations for the 


but ut because it 


Mn pany q 


tuld moe get its afiairs mm or- 
Checks signed by Han nd 
imi iadk out i lohn \ 


mkKnite \ 


ssociates”’ on the Cit- 











ens State Bank, Houston, to 
sled $11,173.17 for the ten 
hon La riod | ine, | 153 \f irci 
ils COUT g 
$173.17 in the total were lis on 
} out fror 1 \ { 
’ I i ] f \ \ é ( 
i> ilo \ 1953 
LD) i ror is i ¢ { 
ind \ S4¢ let 
54. SH ) t il 
‘ ! mrvcotice and So‘4.6 \ 
pa , l rank Lake | Hi s 
n Mar 1954, SS “Frank 
lake | Kpens 
e ount Judge John Ys 


( orpus Christi has ant 
will oppose Congressman ] 


J hn B 1] 
re-election this mer 


Cuero ror 


@ Mrs. George Peddy partisan of 
ousted Democrat National 

Committeeman Wright Morrow, has 

resigned as Democratic state commit- 

teewoman from Harris County 

¢ l’oll taxes are being »] at an 
iverage of about 200 lav in 

Dallas, and the total there is about 


6,000 as of now. The GI Forum-La- 
hor drive for Latin-American voter 
in the Rio Grande Valley is t 
a zooming success, in part because o 
hostile publicity in Valley newspa 


pre . 
A Belden Poll of Texas sentiment 
gives Ike Eisenhower a 48 per- 
cent lead over Adlai Stevenson’s 40 


percent and Lyndon Johnson a 45-45 
with Among 
Stevenson and 
32 of 100 first place 
Democratic nomination, 
with I-stes Kefauver getting 11, Aver- 
Harriman 4, Richard Russell 3, 

frank Lausche 1. Among inde- 
wndent voters Johnson leads Steven- 


tie isenhower 


Democratic 


percent 
voters, 
Johnson both get 
Votes tor the 
ell 
ind 
| 


«oT? 


27 to Is percent 


In Washington, Senator Lyndon 


Johnson—back in the majority 
leader's saddle—obtained a Demo- 
crath policy committee decision that 


the bill exempting natural gas produc 
ers from federal regulation comes first 
on the Senate calendar. 

@ Speaker Sam Rayburn, re-elected 
set *- — . Poe a ~ 
with high accolades from his col- 
intends that the federal aid 
for school construction bill be first on 

the House calendar. 


leagues, 


and Sen. Price Daniel 
do not want a tax cut, but John- 
son is on record for a tax cut for low- 


thicolie groups. 


Ravburn 


In Smith County, a meeting of 
area Smith County Democrats 
was opened by invitation to Negroes 
who turned up in a majority of about 
80 to 60. H. M. Morgan, Negro, pres- 
ident of Tyler Barber College, was 
chairman of the group; 
other officers are white. 


elected vice 


Horace Miller and another man— 
both from Waco—turned up at 
Palestine and announced a meeting of 


the Ku Klux Klan, Police Chief Hal 
Barton said he told Miller: “3 told 
him [I couldn't run him out of town, 


but I told him I didn’t want him fool- 
our people.” Miller 
that meluded a 
hooded man carrying a 
riding a hooded 


ny around wit 
distributed literature 
drawing ot a 
y 1 

} 


flaming tor and 


g rch 


@ federal Judge Ben Connally or- 

dered the Harris County court- 
house cafeteri “compara- 
bl y equal” food ser- 
vice to whites and Negroes. A dispute 
developed whether this would permit 
i Separate dining room. 


— 


i to provide 


¢ and substantially 


The Justice Department in Wash- 
ington said # is giving the Citi- 
Councils integration 


ells against 


‘careful attention 


ln Mexico City, it was announced 


that the bracero—legal migrant 
Mexican farm worker—quota will be 


lown 80.000 to 200.000 in 1956. 


@ \ prize company, 
Co will he sold to 


Oil 
Re- 


Houston 
Atlantic 


fining Company for $225 million if 
stockholders ipprove the plan. 
3 \ committee to investigate tele- 
sing education courses for po- 
al teachers has been appointed by 
1 State Board of Education. A Ford 
lation vt may bk sought for a 
v proj 
@ District Judge A. P. Mays, who 
Calnpalgt ‘d for Eisenhower in 
1952, has announced for re-election, 
n Navarro County Judge Jim Sew- 
ell, former chairman of the loyalist 
Democratic Advisory Council, has an- 
nounced he will run against him 
oe / Bul Wood of Tyler has an- 


yr the Se nate seat held 
McDonald, who is not 


n nce 1 f 


uw by Warren 


*rhected to seek re-electi »y? 

@ W. Don Ellinger of Dallas, tor- 
mer C.1T.O. Political Action Com- 

mittee area director, has been named 

head of AFL-CIO’s Committee on 

Political Education (COPE) for 

Texas, New Mexico, and Oklahoma. 


The annual report of the Youth 
Development Council of Texas 
of curtailed activities be- 


( omplains 
limited funds. 


cause of 


The Veterans’ Land Board is re- 
selling tracts of land it has held 
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forfeited because veterans who bought 
them have “continuously” refused to 
pay for them and have abandoned the 
land. 


@ Workers at Oil City Iron Works 
in Corsicana—who yoted for the 
United Steel Workers union Oct. 27 
—are striking against working condi- 
tions at the plant. 
@ Five hundred persons had bought 
tickets late last week and a crowd 
of 2,000 is expected for the 1956 
Roosevelt Day dinner in Dallas Jan. 
16. Mrs. Eleanor Roosevelt will be the 
speaker, 


Three Maceo leaders 
tace charges of income tax eva- 
sion. The U.S. has charged two Maceo 
brothers and the bookkeeper of Maceo 
and Company with total evasion of 
$72,432 in 1949. Specifically it is 
charged that Frank Maceo paid $6,859 
on reported income of $28,819 but 
owed $56,318 on $116,273; that Vie C. 
Maceo paid $5.777 on $27,099 but 
owed $24,334 on $65,630; and that 


S) ndicate 


Sam (Books) Serio paid $2,488 oa ° 


$15,510 but owed $6,904 on $29,537, 


@ The state has been defrauded of 

$25,000 or more by payrolt- pad 
ding in Hidalgo County’s delinquent 
tax office, D. A. Jim Bates charges, 
The county commissioners of Hidalgo 
authorized an audit of the office by 
State Auditor C, H. Cavness. 


@ A. six-day General Telephone 

Company strike was settled by a 
compromise agreement on differential 
wages for cities and towns of various 


SIZ¢es 





IF YOU BUY A CAR— 

IF YOU BUY A HOUSE— 

IF ANY OF YOUR POLICIES EXPIRE— 
CALL 


‘BOW’ WILLIAMS 


Automobile and 
General Insurance 


Represents ICT— 


The Company Owned by Union Members 


624 LAMAR BOULEVARD 
AUSTIN, TEXAS 
TELEPHONE GReenwood 2-0545 
“LET'S ABOLISH THE POLL TAX” 








A vitally important message to all ICT Group stockholders 


YOU ARE ENTITLED TO PARTICIPATE IN THE NEW 


Stockholder | 
Profit Sharing Plan 


After many months of hard work and careful study, The ICT 
Life insurance company is ready to announce an exclusive 
personal benefit plan for ICT Group stockholders only! 





Called “Stockholder Profit Sharing 
Plan,” and available only to ICT 


Group stockholders, this plan 
offers: 
1, INCOME - PRODUCING 
INVESTMENT 
2. SAVINGS BANK SECURITY 


PROTECTION 
3. LIFE INSURANCE 





All who participate in the Stock- 
holder Profit Sharing Plan create 
profit for themselves in two ways: 
1. FROM CASH DIVIDENDS PAID 
ON UNITS OF THE PLAN 


2. AS STOCKHOLDERS IN ICT 
INSURANCE COMPANY OR 
ICT DISCOUNT CORPORA- 
TION, YOU SHARE IN THE 
PROFITS MADE BY ICT LIFE 
INSURANCE COMPANY. 











Many of you may want to 
have the Plan explained to 
you in detail before a Home 
office Representative has a 
chance to contact you per- 


sonally. At right is a cou- 





CcCROUP 


ICT BUILDING, DALLAS 





mm ict 


eT LIFR INSURANCE 
COMPANY 


If you are an ICT Group stockholder, Home Office Represent- 
atives will soon be calling on you to fully explain your rights 
under the Plan and show you how to exercise them, For your 
own benefit and profit, give these Representatives an oppor- 
tunity to point out many exclusive advantages the plan offers. - 


———— — —_—_ — —_— ——e —— 
Gentlemen: 


I understand the Stockholder Profit 
Sharing Plan offers me as an ICT Group 
stockholder many exclusive, unprece- 
dented benefits. I want to be among the 
first ICT. stockholders to hear all about 
the Plan and receive my Allotment Cer- 
tificate. So, please have a Home Office 
Representative call on me as soon as 











possible. 
pon to be filled out and Stone 
mailed if you would like to A itaei 
h 
have complete facts on the a ais 
Plan as soon as possible. 


Stockholder 

Profit Sharing 
Plan Is for ICT 
Stockholders only! 


Remember, * 
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